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REPORT OF THE DIRECTORS 


To the Shareholders of 
Hafner Fabrics of Canada Ltd. 


An improvement in some sectors of the Canadian economy and an 
aggressive sales policy have enabled our company to increase sales turnover by 
21% over the previous fiscal year. These factors, combined with the benefits 
derived from previous years’ heavy capital outlays for the modernization of our 
plant and equipment, have resulted in our achieving higher profitability. 


A program of further, improvements and modernization continues with our 
conventional looms being gradually replaced by more modern and efficient weaving 
machines. 


Our affiliated company, Penn-Hafner Elastic Fabrics Ltd. has performed 
equally well. Construction of their new plant has recently been completed in 
Granby’s Industrial Park. Additional knitting machines are presently being installed 
and the equipment in the old plant is being moved at a regulated pace in order to 
minimize production losses. 


For the year under review, we show a net profit of $284,922 after deducting 
depreciation of $157,702 and provision for income taxes of $221,710. This repre- 
sents net earnings per common share of $1.01 after deducting preferred dividends. 
The foregoing results compare with a net income of $106,470 for the year ended 
March 31st, 1971 after deducting depreciation of $156,706 and income taxes of 
$73,931. Net earnings per common share were 36¢ after deducting preferred 
dividends. 


The recent Federal budget has provided reasons for cautious optimism 
concerning an improved economic climate and although business remains highly 
competitive, we expect to achieve favourable results during this new fiscal year. 


We wish to express our appreciation of the loyal performance of our 
employees on behalf of our Company. 


Respectfully submitted on behalf of the Board. 
H.A. JOST, President | 


Montreal, Canada 
May 17, 1972. 
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AUDITORS’ REPORT 


To the Shareholders of 
Hafner Fabrics of Canada Ltd. 


We have examined the balance sheet of Hafner Fabrics of Canada Ltd. as 
at March 31, 1972 and the statements of income and retained earnings and source 
and application of funds for the year then ended. Our examination included a 
general review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in the 
circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the company as at March 31, 1972 and the results of its operations 
and the source and application of its funds for the year then ended, in accordance 
with generally accepted accounting principles applied on a basis consistent with 
that of the preceding year. 


THORNE, GUNN, HELLIWELL & CHRISTENSON 
Chartered Accountants 


Montreal, Canada 
April 27, 1972 


HAFNER FABRICS OF CANADA LTD. 


STATEMENT OF INCOME AND RETAINED EARNINGS 


YEAR ENDED MARCH 31, 1972 
(with comparative figures for 1971) 


Sales 


Profit from operations, before the undernoted 


Deduct 
Loss on disposal of fixed assets 
Interest on long-term debt 
Depreciation and amortization 


Other income 
Equity in net income of affiliated company (note 1) 
Income before income taxes 


Income taxes 
Current 
Deferred 


Net Income For The Year 
Retained earnings at beginning of year 


Dividends 
Preferred shares 
Common shares 


Retained Earnings at End of Year 


Earnings per Share (note 5) 
(after deducting dividends on preferred shares) 


1972 
$6,665,634 


§ 655,108 


5,000 
36,796 
157,702 


455,610 


221,710 
221,710 


284 922 
622,139 
—_ 907,061 


6,138 
69,250 
75,388 


S$ 831,673 


1971 ve 


$5,473,126 


6 354,021 


40,148 


156,706 


196,854 


197,167 


23,234 


180,401 


94,874 
(20,943) 


(a0! 


106,470 ¥ 
330,001 


642,127 


6,138 
13,850 


19,988 


> 622,139 


$ 0.36 eo 


HAFNER FABRICS OF CANADA LTD. 


(Incorporated under the laws of Canada) 


BALANCE SHEET — MARCH 31, 1972 
(with comparative figures at March 31, 1971) 


ASSETS 
1972 
Current Assets 
Cash $ 45,445 
Accounts receivable 901,521 
Receivable from affiliated companies 62,559 
Inventories valued at the lower of 
cost and net realizable value Leslie 
Sundry prepaid expenses 29,470 
2,000,000 
Investment in Affiliated Company (note 1) 
Shares in Penn-Hafner Elastic Fabrics Ltd. 144,249 
Fixed Assets (note 2) 
Land and building, at cost 189,109 
Machinery and equipment, at cost 2,040,202 
pier ese Bey (| 
Less accumulated depreciation 1,364,310 
865,001 


Deposit Against Purchase Commitment (note 3) 30,788 


$3,396,603 


Approved by the Board 
H. A. JOST, Director 
G. SPOERRY, Director 


1971 


$ 97,615 
764,034 
50,093 


1,039;3197 
SEK Y: 


2,282,476 


93,227, 


189,109 


1,744,791 


1,933,900 
1,242,608 


691,292 


$3,066,995 


eal Ree) 9 ea tt i | Ss 


1972 1971 
Current Liabilities 
Bank advances, against which book debts and 
inventories have been pledged § 850,000 $ 750,000 
Accounts payable and accrued liabilities 729,200 827,278 
Income and other taxes payable 48,679 54,243 
Principal due within one year on long-term deot __~ 192,990 204,929 
_ 1,820,869 1,836,450 
Long-Term Debt (note 4) 428,868 306,800 
Deferred Income Taxes 76,794 76,794 
SHiebaW@sea MOULD Syeicc SiOUUh ep. ¢ 
Capital Stock (note 5) 
Authorized 
3,720 6% Cumulative redeemable convertible preferred 
shares, par value $27.50 
350,000 Common shares without par value 
Issued 
3,720 Preferred shares 102,300 102,300 
277,000 Common shares ee re 122,512 
224,812 224,812 
Contributed Surplus, government grant 13,587 
Retained Earnings __ 831,673 622,139 
_ 1,070,072 846,951 
3,396,603 


Purchase Commitment (note 3) 


$3,066,995 


HAFNER FABRICS OF CANADA LTD. 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
YEAR ENDED MARCH 31, 1972 
(with comparative figures for 1971) 


1972 1971 
Source of Funds 
Net income for the year § 284,922 $ 106,470 
Items not involving current funds 
Loss on disposal of fixed assets 5,000 
Depreciation and amortization 157,702 156,706 
Decrease (increase) in equity in affiliated 
company in excess of dividends received (51,022) 1,266 
Deferred income taxes (20,943) 
396,602 243,499 
Increase in long-term debt 338,974 171,900 
Government grant re purchase of fixed assets 13,587 
Proceeds on sale of fixed assets 4,000 
Decrease in current portion of long-term debt 11,939 10,729 
761,102 430,128 
Application of Funds 
Additions to fixed assets 336,411 227,172 
Payments on long-term debt 228,845 215,658 
Deposit on machinery purchases 30,788 
Dividends 
Preferred shares 6,138 6,138 
Common shares 69,250 13,850 
671,432 462,818 
Increase (Decrease) in Working Capital 89,670 (32,690) 
Working Capital at Beginning of Year 446.026 478,716 


Working Capital at End of Year $ 535,696 $ 446,026 


qs 


HAFNER FABRICS OF CANADA LTD. 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1972 


Investment in Affiliated Company 


The company carries its 49% investment in the affiliated company on the 
equity basis. The increase (decrease) in the equity value of the investment 
for the year amounted to $51,022; 1971, ($1,266) and is net of dividends 
received in the amount of Snil; 1971, $24,500. The accumulated net increase 
since the date of acquisition amounted to $119,749; 1971, $68,727, and is net 
of accumulated dividends received in the amount of $71,540; 1971, $71,540. 


2. Fixed Assets 


The company records fixed assets at cost and does not record appraisal 
increments. Fixed assets have been appraised at depreciated replacement 
cost by General Appraisal of Canada Limited in amount of $2,458,829 as of 
November 15, 1971. Subsequent net additions at cost amount to $149,710. 


Depreciation of fixed assets is based on the diminishing balance method, at 
the following rates: 


Building and additions to building 5% and 10% 
Machinery and equipment 20% 


3. Purchase Commitment 


At March 31, 1972 there existed a commitment to purchase machinery 
totalling approximately $201,950 against which a deposit has been made of 
$30,788. 


4. Long-Term Debt 1972 1971 
6% Loan, maturing April, 1971 S S 3,500 
7% Promissory note, maturing July, 1971 29,529 
9% Promissory note, maturing September, 1971 75,000 


83/4% Promissory note, maturing May, 1973 
due in four instalments of $28,650 plus 
interest, of which three are current, 
secured by certain machinery 114,600 171,900 


7% First mortgage bond, maturing January, 
1975 due in monthly instalments of 
$3,300 plus interest 112,200 151,800 


7% Promissory note, maturing April, 1975 
due in semi-annual instalments of 
$19,607 plus interest, secured by 
certain machinery 117,644 


Carried forward S 344,444 § 431,729 


HAFNER FABRICS OF CANADA LTD. 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1972 


4. Long-Term Debt (continued) 1972 1971 


Brought forward $ 344,444 § 431,729 


9% Promissory note, maturing April, 1975 
due in semi-annual instalments of $8,916 
plus interest, secured by certain machinery 62,414 


81/2% Bank loan maturing September, 1976 
due in quarterly instalments of $7,500 
plus interest, secured by shares in 


Penn-Hafner Elastic Fabrics Ltd. 135,000 
7% Notes payable to shareholders after 
February, 1975 ____ 80,000 80,000 
621,858 511,729 
Less principal included in current liabilities 192,990 204,929 


$ 428,868  $ 306,800 


5. Capital Stock 


The preferred shares are redeemable at par value plus a premium of 3% if 
redeemed prior to January 27, 1973; such premium to reduce by 1% per 
annum during each of the subsequent three years and thereafter they may 
be redeemed at par. 


37,200 common shares, authorized but unissued are reserved to satisfy the 
conversion privilege attached to the preferred shares, namely 10 fully paid 
common shares for each convertible preferred share held. 


Fully diluted earnings for the year ended March 31, 1972 amounted to 91¢ 
per share (1971, 34¢). 
6. Directors’ Remuneration 
1972 1971 


Number of directors i 7 
Aggregate remuneration of directors as directors 5% 1,800 $ 1,700 
Number of officers 6 6 
Aggregate remuneration of officers as officers $ 96,180 $ 87,386 


Number of officers who are also directors 4 4 
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REPORT TO SHAREHOLDERS 


In on, to provide shareholders with current 
information prior to year end, we are submit- 
ting herewith interim financial data. 


The addition of further weaving machines 
and the phasing out of conventional looms, 
during this past summer, have again improved 
our efficiency and productivity. We expect 
that the benefits of this modernization will be 
more fully realized during the second half of 
our fiscal year, which has traditionally been 
more productive than the first half. 


Although our sales were slightly lower for the 
first six months of our current fiscal year, as 
compared with the same period last year, net 
earnings are about equal. Due to the conti- 
nuous improved demand in the decorative 
fabric sector, we are forecasting increased 
sales and expect higher earnings for the year 
ending March 31, 1973. 


November 16, 1972 H. A. Jost, president 


RAPPORT AUX ACTIONNAIRES 


Nous vous soumettons ci-joint des données 
financiéres intérimaires, afin d’informer les 
actionnaires sur la marche courante des affai- 
res avant la clotdre de |’exercice financier. 


Durant I’été dernier nous avons fait l’acquisi- 
tion de nouvelles machines a tisser en rem- 
placement des métiers traditionnels, ce qui 
a eu pour effet d’augmenter notre efficacité et 
notre productivité. Nous anticipons que les 
avantages de cette modernisation se feront 
mieux sentir durant le deuxiéme semestre de 
notre exercice, lequel a toujours été plus 
productif que le premier semestre. 


Bien que nos ventes soient légérement inté- 
rieures durant ce premier semestre de I’exer- 
cice courant, comparativement a la méme 
période de I’année derniére, le bénéfice net 
est a peu pres le méme. A cause de la de- 
mande accrue constante dans le secteur 
des tissus décoratifs, nous prévoyons une 
augmentation des ventes et anticipons un 
bénéfice net plus élevé pour I’exercice du 
31 mars 1973. 


16 novembre 1972 H. A. Jost, président 
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